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TPHIRTY-stixTH ANNUAL REPORT 


DIRECTORS’ REPORT 
TO THE 
SHAREHOLDERS 


Your directors submit herewith the Thirty-Sixth Annual Report of your Company covering its operations during the fiscal year ended August 31st, 1964. 


OPERATING RESULTS 


We are very happy and proud to be able to report a 10% increase in sales and other revenues, from $3,031,045, to $3,366,876, and more important, an increase of 355% in our net 
operating profit from $59,242, to $210,265. This gratifying result is due for the most part to a substantial increase in our export business coupled with a stringent reduction in our marketing 
and administration expenses. 


During the year, your Company paid a 10c dividend to its Common shareholders, and the regular 35c per share dividend to its Preferred shareholders. After payment of the regular 
dividend to the Preferred shareholders, the earnings on your Common shares is at an all time high of $1.23 per share. 


Contrary to the practice followed by the industry, our sales are reported net of Excise and Sales taxes which during the year, amounted to $1,601,958, paid in Excise taxes and $663,842, 
paid in Federal Sales taxes. These figures represent the necessary additional cash outlay required by law to finance the domestic sales in our industry. 


To expand our marketing facilities at home and abroad, we have incorporated three subsidiaries. We hope to bring these three companies into full operation within the next few 
months. 


CANADIAN MARKET 


Selling prices to the consumers again increased in the Canadian market with a very small proportion accruing to the benefit of the producers. The competition continued fierce within 
the industry, but we are pleased to report that your Company has overcome this situation and increased its share of the total Canadian market. Despite these results, the domestic market 
alone is not sufficient to produce a satisfactory return on our investments due to high taxes and the size of the market spread out over the continent with a few concentrations. 


EXPORT MARKET 


It is gratifying to see that our continued efforts in this market have met with an outstanding success. Firm contracts and commitments have been secured from many of the largest 
American and European distributors. The high quality of our products and the enthusiastic acceptance they received from the consuming public in those countries are our best guarantee 
of a promising future. It is interesting to note that the volume of our export business already exceeds that of our domestic business, 


PRODUCTION FACILITIES 


We have embarked on a program of modernizing and increasing our production facilities. During the coming year, we will add to our distilling and warehousing facilities, to take 
care of the requirements of our expanding markets. 


The unfortunate accident to one of our tank storage warehouses in July, when lightning struck building 202, caused severe damage to the building itself without affecting the contents. 
The rebuilding is now practically completed and our insurance coverage will be sufficient to meet the entire cost. 


APPRECIATION 
Your directors take this opportunity of expressing their appreciation of the faithful work of the officials and employees of the Company during the year just closed. Labour relations 
are very good, and we are pleased to report that we have concluded a three-year agreement, effective September Ist, 1964, to the satisfaction of all concerned. 


Respectfully submitted, 


On behalf of the Board of Directors, 


MONTREAL, P.Q. President 
October 26th, 1964 
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ASSETS 
CURRENT: 
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PREPAID AND DEFERRED CHARGES: 


Unexpirediinsurance; taxes and! other prepaid tems .jay ee ite eerie eee eee icici eerie eerie 
Leasehold improvements, less amount amortized 7. 7.) alte eirietneeie cilities ie ieee reel ee ere rei rereet a 
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INVESTMENT IN SUBSIDIARIES AND ASSOCIATED COMPANIES, AT COST.................----22-2++++-e>: 


FIXED: 


Land, buildings, machinery and equipment, at depreciated replacement values as appraised by the Canadian Appraisal 
Company Limited in’ December 1936, with’subsequent additions aticostuemauee eae eee ec eee reer ee 


Less: Accumulated depreciation je isieject iv nieve aig + ole ie wins obs ola ea eed ere tment are seeked chet acetate cheat telefono ter oreo Pata eect epee reve eee 


TRADE MARKS, FORMULAE, PATENTS AND GOODWILL 
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Approved on behalf of the Board: 
SARTO MARCHAND, Director. 
MAURICE MARCHAND, Director. 


NOTE 1 — The book value of depreciable assets at August 31st, 1964 exceeded the undepreciated capital cost for tax purposes by $183,773. 


NOTE 2 —A former employee alleging wrongful dismissal and damage to his reputation has initiated legal proceedings against the Company and 
others for damages in the amount of $250,000. Legal counsel is of the opinion that the claim is without merit and no provision therefore 
has been made in the accounts. 
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BALANCE SHEET AS AT 


(with comparative figu1 


1964 1963 
$ 217,503 $ 44,107 
481,415 290,177 
455,755 925,855 
2,773,133 2,893,870 
3,927,806 4,154,009 
1155 11,385 
38,250 90,068 
M7321 23,184 
71,640 85,968 
ez 199,220 
21,872 11,039 
3,518,228 3,432,745 
2,049,812 1,991,690 
1,468,416 1,441,055 
EL ee 
$5,557,461 $5,816,709 
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FUNDED DEBT: 
614% closed first mortgage sinking fund bonds due Ist September 1969 — 
Authorized and issued ern rerrwcet oh e aan aie ae tiesicnaiae AER PROM Meuse oh sestobrecitere ils loete aivs fetuses eb etes acd 


SHAREHOLDERS’ EQUITY 
CAPITAL STOCK: Shares 
Authorized: 
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AUDITOR’S REPORT TO THE SHAREHOLDERS 
Melchers Distilleries, Limited, 
Montreal, Que. 


1964 1963 
$ 850,000 $1,150,000 
411,829 361,842 
78,984 78,984 
1,340,813 1,590,826 
1,500,000 1,500,000 
8, 500 een S00 
1,201,500 1,323,500 
___ 900,000 900,000 
2,101,500 2,223,500 
3,442,313 3,814,326 
1,250,000 1,250,000 
400,000 400,000 
1,650,000 1,650,000 
465,148 352,383 
Zales pilers 2,002,383 
$5,557,461 $5,816,709 


I have examined the balance sheet of Melchers Distilleries, Limited as at 31st August 1964 and the related statement of income and earned surplus for the year ended on that date 
and have obtained all the information and explanations I have required. My examination included a general review of the accounting procedures and such tests of accounting records and 


other supporting evidence as I considered necessary in the circumstances. 


In my opinion, and according to the best of my information and the explanations given to me and as shown by the books of the company, the accompanying balance sheet and 
related statement of income and earned surplus are properly drawn up so as to exhibit a true and correct view of the state of the affairs of the company as at 31st August 1964 and the 
results of its operations for the year ended on that date, in accordance with generally accepted accounting principles applied on a basis consistent with that of the preceding year. 
Montreal, Que. L. E. BOISSONNAULT, C.A. 
23rd October 1964 Touche, Ross, Bailey & Smart, 


Chartered Accountants. 


MELCHERS DISTILLERIES, LIMITED 


STATEMENT OF INCOME AND EARNED SURPLUS FOR THE YEAR ENDED 31st AUGUST 1964 


(with comparative figures for the preceding year) 


1964 1963 
Salestand othemrevenue including dividends tromassociated companyer arr er eet eri etrttttttr tee ett $3,366,876 $3,031,045 
Deduct: 

Costiofsales,selling and administrative expensess. seic)-e nee ie icles eerie ety rae net elect iet eee eer rere 2,731,613 PSSM ESI/SM) 

Remuneration) of executive ofticers including directors feesmaemireleetaeterstarteleheretacletore ears titer ree leet ete e terete oie nea 105,242 104,492 

Other directors’ fees ss 5.6.5.5 sod Sis.esarecs e's 0m 01319 w late pra, osuels allel sauetehora elite tetetotietatetat shal stetenseteketeh ar ciee lets orctee tePeietcr neta tener auare 3,700 3,750 

Tmterest On’ bOndS seis seco wssadeaea, Bia hiare aie Geao oO lahe moa ore. alan dle voyel-eee toe Tele veel eTane Token GORGE ORO PS Tae Rete RaR rset eRe Ronee rarease teeter ate 145,319 154,283 

Interest, on bank: Dorrowimgs | oo S15, 6.5 sisiaieie wsct-aie aja, a0 oy bse, e Lenaitevars ov d\adete ll apapenenel are pehelie rome tate erste Ghheusie chennai ieee er ena 76,321 78,823 

Amortization of bondsdiscount and: expensess «asc eciec ne ction era ree eee eter eterna crc aeierraes 14,328 11,684 

Provision for depreciation: ., 5.0/5 ses ake tesi ale. ore, o.ailaya di dave sas cl tVeratohele feieReVGle reine entUeReveMenee  meteereee ep etterel ciel ape ke pate reven ac eroney veer rare 80,088 81,034 

3,156,611 2,971,803 

Net profit for the year’s. cisg cco isl givegans siecalaieislos’ steltielionay btalale fo.ahelalchay alctefebete cat tie eal c ee thal are ayers anne iat eae eee treo er 210,265 59,242 

Earned’surplusiat beginning of year sensi os tae accis ese ace ne eaieeiae eee Seen Gee Leet DEE Ear eee CeCe E er orenE 352,383 390,641 

$62,648 449,883 

Deduct: eh els seve 
Dividends 

727 cumulative: preferred 2,5 sieve 5 oftie oe iste avalay tot etetsteh ores oy carte NS oR EPI OTe rene REET TA RCE ELE TET 87,500 87,500 

Common (1O‘cents' per share) 4 26 ce. tise es cei see Se ews ocaro eehs Slates she aes epee eee Ree ee eee eee 10,000 10,000 

97,500 97,500 

Earned ‘surplus: at. endiof year afas ela cists (<6 [everaocs re bia oie ova leves ecco vate) custo ere tetot oer eae a TUS ee eee $ 465,148 $3525383 


Eamingsipencommonishare atter preferred dividend requinementseeir eee aera eno enenennee eee eee $1.23 ($0.28) 
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